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Independent Auditor's Report

We have audited the accompanying financial statements of the governmenta activities,
each mgjor fund, and the aggregate remaining fund information of the City of Grant as of
and for the year ended June 30, 2006, which collectively comprise the City's basic
financia statements as listed in the table of contents. These financid statements are the
responsibility of the City's management. Our responsibility is to express opinions on
these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the general purpose financia statements are
free from material misstatement. An audit includes examining on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overdl financial statement presentation. We
believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in al materia
respects, the respective financial position of the governmentd activities, each major fund,
and the aggregate remaining fund information of the City of Grant, Michigan as of June
30, 2006, and the respective changes in financia position thereof for the year then ended
in conformity with accounting principles generally accepted in the United States of
America

The management's discussion and analysis and budgetary comparison information on
pages 3 through 7 and 31 through 36, are not a required part of the basic financial
statements, but are supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.
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Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Grant, Michigan's basic financial statements. The
introductory section, combining and individua non major fund statements are presented for
purposes of additional analysis and are not a required part of the basic financia statements.
The combining and individua non major fund financia statements have been subjected to the
auditing procedures applied in the audit of the basic financia statements and, in our opinion,
are fairly stated in all materia respects in relation to the basic financia statements taken as a
whole. The introductory section has not been subjected to the auditing procedures applied in
the audit of the basic financia statements and, accordingly, we express no opinion on it.
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Hendon & Sate, P.C.
Certified Public Accountants
July 27, 2006



City of Grant
Management’s Discusson and Analysis (MD&A)
Year Ended June 30, 2006

Using this Annual Report

This overview and andysis of the financia activities of the City of Grant for the fiscal year ending June 30, 2006
is hereby presented to the readers of these financia statements. Readers are encouraged to consider the
information furnished in this discussion and andysis along with the information presented in the financia
statements.

This annual report consists of a series of financia statements, whose purposes are described as follows:

The information contained in the Government Wide Statement of Net Assets and the Government
Wide Satement of Activities relate to the activities of the City as a whole and present a long-term
view of the City’s financia status. The Fund financia statements explain how these services were
financed in the short-term, and provide data on funding that remains for future spending. The Fund
financial statements also report the City’s operations; this report is in more detail than the government-
wide financid statements.

Condensed Financial Information

The following table provides key financia information in a condensed format for the current year and one
previous year for a comparative analysis of government-wide data. Please note that much of the City’s net assets
are invested in capital assets, such as streets, buildings, land, vehicles, and miscellaneous equipment. These
assets are used to provide services to the residents and are not available to pay saaries, operational expenses, or
fund capitd projects.

Totd Primary Government Activities

2005 2006
Business- Business-
Governmental Type Governmental Type
Activities Activities Tota Activities Activities Totd
Assts.

Current Assets $ 337,332 301,754 639,086 $ 107,123 291,692 398,815
Restricted Assets $ 0 294,258 294,258 $ 0 122,115 122,115
Capital and Other Noncurrent Assets $ 677141 4380956 5,058,097 $ 9458380 4701112 5646992
Total Assets $ 1,014,473 4,976,968 5,991,441 $ 1,053,003 5114919 6,167,922

Liabilities:
Current Liabilities $ 25,601 12,232 37,833 $ 20,665 26,268 46,933
Noncurrent Liabilities $ 112414 913000 1.025414 3$ 94,010 893,000 987.010
Total Liabilities $ 138,015 925232 1063247 $ 114675 919268 1,033,943

Net Assts
Invested in Capital Assets, Net of Debt $ 564,727 3,467,956 4,032,683 $ 961,871 3,698,112 4,659,983
Restricted $ 0 294,258 294,258 $ 0 122,115 122,115
Unredtricted $ 311,731 289,522 601.253 3$ -23.543 375424 351.881
Total Net Assats $ 876,458 4,051,736 4,928,194 $ 938,328 4,195,651 5133979




Totd Primary Government Activities

2005 2006
Business- Business-
Governmental Type Governmental Type
Activities Activities Totd Activities Activities Totd
Revenues:
Program
Charges for Services $ 41,587 294,995 336,582 $ 16,050 321,685 337,735
Operating Grants $ 161,842 0 161,842 $ 165,585 168,750 334,335
Capita Grants $ 0 0 0 $ 0 0 0
Generd
Property taxes $ 216,735 29,080 245,815 $ 247,437 32,631 280,068
Investment Earnings $ 2,613 2,959 5572 $ 4,192 13,977 18,169
Miscellaneous $ 82,468 6,625 89.093 $ 67.179 5743 72922
Total Revenues $ 505,245 333,659 838,904 $ 500,443 542,786 1,043,229
Expenses:
General Government $ 155,313 0 155,313 $ 133,628 0 133,628
Public Safety $ 90,995 0 90,995 $ 108,768 0 108,768
Public Works $ 122,966 0 122,966 $ 128,515 0 128,515
Recreation and Culture $ 5,429 0 5,429 $ 3,925 0 3,925
Other Functions $ 0 0 0 $ 20,527 0 20,527
Unallocated Depreciation $ 35,413 0 35,413 $ 37,648 0 37,648
Interest on Long-Term Debt $ 6,406 0 6,406 $ 5,562 0 5,562
Water Fund $ 0 187,934 187,934 $ 0 210,312 210,312
Sewer Fund $ 0 184,967 184,967 $ 0 188,559 188,559
Total Expenses $ 416522 372901 789423 $ 438573 398871 837444
Change in Net Assets $ 88,723 -39,242 49,481 $ 61,870 143915 205,785

The City asa Whole:

I The total revenues increased from the previous fiscal year, as did the tota expenses. Revenues and
expenses increased by 24% and 6%, respectively, resulting in net asset growth of $205,786; this is $156,305
greater than the growth realized in 2005. Thisis a direct result of investments in a number of loca streets, and
the addition of nearly 2,600 linear feet of sanitary sewer and water lines.

| The City’s primary source of revenue derives from property taxes. This represents nearly 49% of total
Governmental Activities revenue for FY 2005- 2006. State grants and revenue sharing accounted for 33% of the
year's Governmental Activities revenue.

| The City’s total governmental and business-like revenues equaled $1,043,230; an increase of $204,326 from
the previous fiscal year.

| Both the Water and Sewer Funds revenues exceeded expenditures. The City passed resolutions to increase
water and sewer rates in June of 2006. This is the find step toward fully funding depreciation expenses, and will
help ensure the two Funds remain profitable for the City to operate and maintain.




| Net assats may be used as an indicator of a government’s financial health. As of June 30, 2006, the City’s
total government-wide net asset equaled $5,133,979. Net assets from government activities totaled $938,328
(17%); net assets from business-type activities totaled $4,195,651 (83%). This represents an increase in
government-wide net assets of $205,785 (4%) over the previous year.

Governmental Activities

|  Capita Outlay represents a significant expense of the City. FY 2005-2006 expenditures included $292,447
in Capitd Outlay expenses; representing 48.5% of the Generd Fund's expenditures.

|  Sdaries and payroll taxes are significant expense of the City, representing 30% of total General Fund
expenditures.

| Depreciation expense for the year ending June 30, 2006, represented nearly 28% of the City’s total expenses
in the water and sewer proprietary funds.

| Genera Fund expenditures were 158% of revenues, with expenditures exceeding revenues by $219,268.

| The fund balance for the General Fund saw a decrease of $207,024. This reflects construction of the new
City Offices and Police Station ($246,874) and the purchase of a DPW dump truck ($20,000).

| The Mgor Streets Fund began the year with a fund balance of $22,144 and ended with a balance of $10,712.
This was due to mgjor road work completed on a number of mgjor City streets, including Front Street and
Commerce Street.

| TheLoca Streets Fund began the year with a fund balance of $37,907 and ended with a negative baance of -
$31,232. This was due to mgjor road work completed on a number of loca City streets, including Lake Street
and Lee Street.  The negative balance will be replenished to good standing in FY 06-07 from the Roads and Right-
of-Ways Fund's summer tax levy.

The City’s Funds

An analysis of the City’s mgjor and non-mgjor funds follows the entity-wide financia statements. The fund
financia statements do not provide financid information for the City as a whole; rather they provide detailed
information about the City’s most significant funds. The City Commission creates funds to help manage money
for specific purposes, to demonstrate compliance with finance-related legal requirements, and to show
accountability for certain activities. The City’s mgjor funds for 2006 include the four Governmental Funds — the
Generd Fund, Mgor and Loca Street Funds, and the Roads & Right-of-Ways Fund — and the two Proprietary
Funds — the Water and Sewer Funds. The City’s non-mgjor Governmental Funds for 2006 include the Sidewalk,
Fire, and Transportation Bond Funds.




Governmental Funds

The focus of the information provided regarding the City’s Governmentd Funds is to provide data on near-term
inflows, outflows, and balances in spendable resources. This information is useful in assessing the City’s
financing requirements. In particular, unrestricted fund balances or the lack thereof, may serve as a useful
measure of a government’s net resources available for spending at the end of the fisca year.

At the end of the fiscal year, the Governmental Funds reported a combined fund balance of $(9,293). This fund
balance is comprised of $18,057 from the General Fund, $10,712 in the Major Streets Fund, (-$31,232) in the
Loca Streets Fund, (-$7,402) in the Roads & Right-of-Ways Fund, and $572 in other Non-Mgjor Governmental
Funds.

The Genera Fund is the chief operating fund of the City. As a measure of the General Fund's liquidity, it may be
useful to compare total fund balance to total fund expenditures. Unrestricted fund balance represents 3% of the
Generd Fund expenditures. This is down significantly from the prior year because of the extensive capita outlay
in the 2005-2006 fiscd yesr.

Proprietary Funds

The City Proprietary Funds provide the same type of information found in the government-wide financial
statements, but with more detail. The unrestricted net assets of the Water and Sewer Funds had an overal net
increase of $143,915, with $53,827 as a gain in the Water Fund, and $90,088 as a gain in the Sewer Fund. A
careful examination of operating revenues and expenditures for both the Water and Sewer funds reveds an actual
operationa gain in each fund totaling $156,521 (Water: $80,680 and Sewer: $75,977).

City Budgetary Highlights

Over the course of the year, the City Commission amended the budget to take into account events that occurred
during the year. The most significant amendments occurred in the General Fund, which reflected an increase of
$121,031 in the capital outlay expenses account due to the purchase of a dump truck for the DPW, and the
construction of the new Municipal Offices and Police Department. Additional amendments were made to
account for investments in city street construction and reconstruction, and additional water and sewer lines.

Capital Assets and Debt Administration

At the end of the fisca year, the City had $5,644,291 invested in net capita assets for its Governmental and
Businesstype activities. The governmenta activities assets are comprised of land, buildings, improvements,
machinery and equipment, vehicles, and infrastructure. The business-type activities assets are comprised of land,
buildings, machinery and equipment, and maining and pumping equipment used by the Water and Sewer Funds.

Long Term Debt

At the end of the fiscal year, the City had total outstanding debt of $987,010, consisting of genera obligation
bonds and revenue bonds. The genera obligation debt of $94,010 in governmenta activities and $375,000 in
business-type activities are backed by the full faith and credit of the City. The remainder of the debt represents
bonds secured solely by the specific revenue sources (water revenue bonds, $518,000).

Next Year's Millage Rates

The City 2006-2007 budget includes a charter operating levy of 10.3714 mills per thousand dollars of taxable
value for the purpose of providing funds for the operation of the City. Thisis smaler than the millage levied in
2005 due to the Headlee millage reduction fraction, which was .9853 as a direct result of new construction and
growth evident throughout the city. Although the mills have decreased, the general fund will see an increase in
property tax revenue egqua to 3.4%.




Contacting the City’s Management

This financia report is intended to provide our citizens, taxpayers, customers, and investors with a general
overview of the City’s finances and to show the City’s accountability for the money it receives. If you have
questions about this report or need additiona information, please contact the City Manager at (231) 834-7904.




CITY OF GRANT

Government Wide Statement of Net Assets
June 30, 2006

ASSETS
Cash
Accounts Recelvable

Accounts Receivable-Fiduciary Funds

Restricted Cash
Interna Balances

Bond Issuance Cost - Net of Amtz.

Net Capital Assets
Total Assets

LIABILITIES

Current Liabilities
Accounts Payable
Accrued Wages and Payroll Taxes
Accrued Absenses

Noncurrent Liabilities
Due Within One Year
Due in More Than One Y ear

Total Liabilities

NET ASSETS
Invested in Capitd Assets
Net of Related Debt
Restricted Assets
Unredtricted Assets

Total Net Assets

Governmental Business-Type Total Primary

Activities Activities Government
87,075 $ 211,032 $ 298,107
18,517 80,660 99,177

1531 - 1531
- 122,115 122,115
(120,000) 110,000 -
2,701 - 2,701
1,053,179 4591112 5,644,291
1,053,003 5,114,919 6,167,922
- 13,266 13,266
6,416 13,002 19,418
14,249 - 14,249
19,261 22,000 41,261
74,749 871,000 945,749
114,675 919,268 1,033,943
961,871 3,698,112 4,659,983
- 122,115 122,115
(23,543 375,424 351,881
938,328 $ 4,195,651 $ 5,133,979

The Notes to the Financid Statements are an integral part of this statement.



Functions/Programs

Primary Government
Governmental Activities

General Government
Public Safety
Public Works
Recreation and Culture
Other Functions
Unallocated Depreciation
Interest on Long-Term Debt

Tota Governmenta Activities

Business Type Activities
Water
Sewer

Total Business-Type Activities
Tota

CITY OF GRANT

Government Wide Statement of Activities
For the Y ear Ended June 30, 2006

Operating Capitd
Charges for Grants and Grants and Governmenta Business-Type
Expenses Services Contributions Contributions Activities Activities Tota
$ 133,628 $ 16,050 $ 103,013 $ - $  (14,565) $ - $ (14,565)
108,768 - - - (108,768) - (108,768)
128,515 - 62,572 - (65,943) - (65,943)
3,925 - - - (3,925) - (3,925)
20,527 - - - (20,527) - (20,527)
37,648 - - - (37,648) - (37,648)
5,562 - - - (5,562) - (5,562)
438,573 16,050 165,585 - (256,938) - (256,938)
210,312 169,410 82,539 - - 41,637 41,637
188,559 152,275 86,211 - - 49,927 49,927
398,871 321,685 168,750 - - 91,564 91,564
837,444 337,735 334,335 - (256,938) 91,564 (165,374)
Generad Revenues

Property Taxes 247,437 32,631 280,068
Interest 4,192 13,977 18,169
Miscellaneous 67,179 5,743 72,922
Totd General Revenues and Transfers 318,808 52,351 371,159
Change in Net Assets 61,870 143,915 205,785
Net Assets - Beginning 876,458 4,051,736 4,928,194
Net Assets - Ending $ 938,328 $ 4,195,651 $ 5,133,979

9

The Notes to the Financia Statements are an integral part of this statement.



CITY OF GRANT

Governmental Balance Shect

June 30, 2006
Magor Loca Roads & Non-Mgjor Totd
Generd Streets Streets Right of Ways  Governmenta Governmenta
Fund Fund Fund Fund Funds Funds
ASSETS
Cash $ 62461 $ 7,118 $ 16,326 $ 598 $ 572 $ 87,075
Accounts Receivable 13,481 3,594 1,442 - - 18,517
Due from Other Funds 58,531 - - - - 58,531
Tota Assets $ 134473 $ 10,712 $ 17,768 $ 598 $ 572 $ 164,123
LIABILITIES
Accounts Payable $ - $ - $ - $ - $ - $ -
Accrued Wages and Payroll Taxes 6,416 - - - - 6,416
Due to Other Funds 20,293 - 49,000 8,000 - 77,293
Advances from Other Funds 89,707 - - - - 89,707
Tota Liabilities 116,416 - 49,000 8,000 - 173,416
FUND BALANCES
Unrestricted 18,057 10,712 (31,232 (7,402) 572 (9,293)
Restricted - - - - - -
Tota Fund Baance 18,057 10,712 (31,232 (7,402) 572 (9,293)
Tota Liabilities and Fund Baance $ 134,473 $ 10,712 $ 17,768 $ 598 $ 572 $ 164,123

The Notes to the Financia Statements are an integral part of this statement.
10



CITY OF GRANT

Reconciliation of the Balance Sheet
of Governmental Funds to the Statement of Net Assats
For the Year Ended June 30, 2006

Total Governmenta Fund Balances $ (9,293

Total net assets reported for governmenta activities in the
statement of net assets are different from the amount reported as
total governmental funds fund baance because:

Capital assets used in governmenta activities are not financia
resources and therefore are not reported in the fund statements.
Amounts reported for governmenta activities in the statement

of net assets.
Governmenta Capitad Assets 1,293,512
Governmental Accumulated Depreciation (240,333 1,053,179

Accrued absences (sick and vacation pay) are recognized in the

fund statements when they mature (whe they are due); however

these amounts are recognized when they are earned in the

statement of net assets. (14,249)

Long-term liabilities, including notes payable, are not due in the
current period and therefore are not reported in the fund
statements.  Long-term liabilities reported in the statement of
net assets that are not reported in the funds balance sheet are:

Generd Obligation Debt (204,010)

Bond Issuance Costs - Net of Amortization 2,701

Internal Balances 110,000 (91,309)
Total Net Assets - Governmental Activities: $ 038,328

The Notes to the Financid Statements are an integral part of this statement.
11



Revenues
Property Taxes
Rents
State Shared Revenue
Charges for Services
Interest
Miscellaneous

Tota Revenues

Expenditures
Gengral Government
Public Safety
Public Works
Recreation and Culture
Other Functions
Debt Service

Capitd Outlay
Total Expenditures

Excess Revenue Over(Under) Expenditures

Other Financing Sour ces (Uses)
Sale of Capital Assets
Transfers In
Transfers Out

Totd Other Financing Sources (Uses)

Excess Revenues and Other Financing Sources
Over (Under) Expenditures and Other Uses

Fund Balance - Beginning
Fund Balance - Ending

Governmental Fund Statements of Revenue, Expenditures
and Changes in Fund Baance

CITY OF GRANT

June 30, 2006
Major Locd Roads & Non-Magjor Total
Genera Streets Streets Right of Ways Governmental Governmental

Fund Fund Fund Fund Funds Funds
$ 181,800 - $ - $ 49,330 $ 16,307 $ 247,437
38,743 - - - - 38,743
103,013 44,286 18,286 - - 165,585
16,050 - - - - 16,050
4,015 59 67 37 14 4,192
37,396 - - - - 37,396
381,017 44,345 18,353 49,367 16,321 509,403
126,993 - - - - 126,993
89,720 - - - 19,048 108,768
66,673 17,377 34,215 23,214 - 141,479
3,925 - - - - 3,925
20,527 - - - - 20,527
- - - - 23,366 23,366
292,447 15,000 53,277 66,660 - 427,384
600,285 32,377 87,492 89,874 42,414 852,442
(219,268) 11,968 (69,139) (40,507) (26,093) (343,039)
244 - - - - 244
14,000 - - - 25,400 39,400
(2,000) (23,400) - - - (25,400)
12,244 (23,400) - - 25,400 14,244
(207,024) (11,432) (69,139) (40,507) (693) (328,795)
225,081 22,144 37,907 33,105 1,265 319,502
$ 18,057 10,712 $ (31,232 $ (7,402) $ 572 $ (9,293)

The Notes to the Financia Statements are an integral part of this statement.
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CITY OF GRANT

Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Baances of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2006

Net Change in Fund Balances - Total Governmental Funds $ (328,795)

Amounts reported for governmenta activities in the statement of
activities are different because:

The acquisition of capital assets are reported in the governmental
funds as expenditures. However, for governmenta activities those
costs are shown in the statement of net assets and allocated over
their estimated useful lives as annua depreciation expense
Capita outlay reported in governmental fund statements 416,988
Depreciation expense reported in the statement of activities (37,648) 379,340

Some expenses reported in the Statement of Activities do not
require the use of current financia resources and therefore are not
reported as expenditures in governmental funds. (6,479)

Repayment of principa on long-term debt is reported in the

governmental funds as an expenditure, but is reported as a

reduction in long-term debt in the statement of net assets and does

not affect the statement of activities. 18,404

Bond issuance costs are amortized over the life of the long-term
debt. The current amount deducted in the government-wide
statement is: (600)

Changes in Net Assets - Governmenta Activities $ 61,870

The Notes to the Financid Statements are an integral part of this statement.
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CITY OF GRANT

Proprietary Fund Statement of Net Assets

June 30, 2006
Water Sewer
Fund Fund Totd
ASSETS
Current Assets
Cash $ 88,159 $ 122,873 $ 211,032
Accounts Recelvable 42 822 37,838 80,660
Due From Other Funds 20,293 - 20,293
Tota Current Assets 151,274 160,711 311,985
Noncurrent Assets
Restricted Cash 77,447 44,668 122,115
Advances to Other Funds 89,707 - 89,707
Net Capital Assets 2,695,205 1,895,907 4591112
Tota Noncurrent Assets 2,862,359 1,940,575 4,802,934
Tota Assats 3,013,633 2,101,286 5,114,919
LIABILITIES
Current Liabilities
Accounts Payable 13,266 - 13,266
Accrued Wages and Payroll Taxes 6,501 6,501 13,002
Current Long Term Debt 9,000 13,000 22,000
Tota Current Liabilities 28,767 19,501 48268
Noncurrent Liabilities
Long Term Bonds 509,000 362,000 871,000
Totd Liabilities 537,767 381,501 919,268
NET ASSEST
Invested in Capitd Assets
-Net of Debt 2,177,205 1,520,907 3,698,112
Restricted Assets 77,447 44.668 122,115
Unredtricted 221,214 154,210 375,424
Total Net Assets $ 2,475,866 $ 1,719,785 $ 4,195,651

The Notes to the Financid Statements are an integral part of this statement.
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CITY OF GRANT

Proprietary Fund Statement of Revenue, Expenses
and Changes in Net Assets

June 30, 2006
Water Sawer
Fund Fund Total
Operating Revenues
Fees $ 169,410 $ 152,275 $ 321,685
State Grants 82,539 86,211 168,750
Miscellaneous 5,743 - 5,743
Total Operating Revenues 257,692 238,486 496,178
Operating Expenses
Payroll Expenses 49,316 49,316 98,632
Supplies 9,077 16,198 25,275
Professiona & Contracted Services 22,841 16,574 39,415
Utilities and Telephone 11,097 18,318 29,415
Property and Workers Comp Insurance 8,440 9,349 17,789
Equipment Rental 9,680 2,434 12,114
Other Operating Expenses 2,916 775 3,691
Depreciation 63,645 49,545 113,190
Tota Operating Expenses 177,012 162,509 339,521
Operating Income 80,680 75,977 156,657
Non Operating Revenues
Interest Income 6,447 7,530 13,977
Property Tax/User Fees - 32,631 32,631
Interest Expense (26,300) (19,050) (45,350)
Transfer Out (7,000) (7,000) (14,000)
Tota Non Operating Revenue (Expenses) (26,853) 14,111 (12,742)
Income 53,827 90,088 143,915
Tota Net Assets-Beginning 2,422,039 1,629,697 4,051,736
Tota Net Assets - Ending $ 2,475,866 $1,719,785 $ 4,195,651

The Notes to the Financid Statements are an integral part of this statement.
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CITY OF GRANT

Proprietary Fund Statements of Cash Flows

The Notes to the Financid Statements are an integral part of this statement.
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June 30, 2006
Water Sewer
Fund Fund Tota
Cash Flows from Operating Activities
Receipts from Customers $ 164,340 $ 148,982 $ 313,322
Receipts from Other Sources 88,282 86,211 174,493
Payments for Employees (48,364) (48,364) (96,728)
Payments to Suppliers (51,227) (64,340) (115,567)
Net Cash Provided (Used) by
Operating Activities 153,031 122,489 275,520
Cash Flows From Noncapital Financing
Activities
Receipts from Property Taxes - 32,631 32,631
Due From Other Funds (20,293) - (20,293)
Advances to Other Funds (89,707) - (89,707)
Transfers to Other Funds (7,000) (7,000) (14,000)
Net Cash Provided (Used) by
Noncapita Financing Activities (117,000) 25,631 (91,369)
Cash Flows From Capital and Related
Financing Activities
Principa and Interest on Capital Debt (34,300) (31,050) (65,350)
Change in Restricted Cash 173,762 (1,619) 172,143
Acquisitions of Capital Assets (171,026) (152,320) (323,346)
Net Cash Flows Provided (Used) by Capital
and Related Financing Activities (31,564) (184,989) (216,553)
Cash Flows From Investing Activities
Interest Income 6,447 7,530 13,977
Net Increase (Decrease) in Cash 10,914 (29,339) (18,425)
Baance - Beginning of Year 77,245 152,212 229,457
Balance - End of Year $ 88,159 $ 122,873 $ 211,032




Reconciliation of Operating Income (L 0ss)
to Net Cash Provided (Used) by
Operating Activities

Operating Income (L0ss)

Adjustments to Reconcile Operating
Income to Net Cash Provided (Used)
by Operating Activities
Depreciation Expense
Change in Assets and Liabilities:
Accounts Receivable
Accounts Payable
Accrued Expenses

Net Cash Provided by Operating Activities

Supplementa Information

Cash paid for interest in the Water and Sewer Funds for the

Water Sewer

Fund Fund Totd
$ 80,680 $ 75977 $ 156,657
63,645 49 545 113,190
(5,071) (3,292 (8,363)
12,825 (693) 12,132
952 952 1,904
$ 153,031 $ 122,489 $ 275,520

year ended June 30, 2006 was $26,300 and $19,050 respectively.

The Notes to the Financid Statements are an integral part of this statement.
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CITY OF GRANT

Fiduciary Fund Statement of Net Assets

June 30, 2006
Trust and Agency
Fund

ASSETS

Cash $ 1530
LIABILITIES

Due to Other Units $ 1,530

Tota Liabilities $ 1530

The Notes to the Financid Statements are an integral part of this statement.
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CITY OF GRANT

Notes to the Financia Statements
For the Year Ended June 30, 2006

NOTEA SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the City of Grant conform to accounting principles generally accepted in
the United States of America (GAAP) as applicable to governmental units. The following is a
summary of the significant policies used by the City of Grant.

A.Reporting Entity
The City of Grant is governed by an elected seven-member commission (Board).

As defined by Governmental Accounting Standards Board (GASB) No. 14, the financid
reporting entity consists of (1) the primary government, (2) organizations for which the
primary government is financialy accountable, and (3) other organizations for which the
primary government is not accountable, but for which the nature and significance of their
relationship with the primary government are such that excluson would cause the reporting
entity's financia statements to be mideading or incomplete. The primary government has
financia accountability if it:

1. Appoints a voting mgjority of the organization's board, and, has the ability to impose its
will on the organization; or

2. Thereis a potentia for the component unit to provide certain financial benefits to, or
Impose certain financid burdens on, the primary government.

Based on this criteria, there are no other entities included in this report.

B. Government-Wide and Fund Financial Statements
The government-wide financia statements (i.e., the statement of net assets and the statement
of changes in net assets) report information on al of the nonfiduciary activities of the primary
government. For the most part, the effect of interfund activity has been removed from these
statements.  Governmenta activities, normally supported by taxes and intergovernmental
revenues, are reported separately from business-type activities which rely to a significant
extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment.

Program revenues include: (1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function or segment;
and (2) grants and contributions that are restricted to meeting the operational or capita
requirements of a particular function or segment. Taxes and other items not properly included
among program revenues are reported instead as general revenue.
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Notes to the Financid Statements (continued)

Separate financial statements are provided for governmenta funds and fiduciary funds, even
though the latter is excluded from the government-wide financia statements. Mgor
individua governmenta funds are reported as separate columns in the fund financia
Statements.

C. Measurement Focus, basis of Accounting and Financia Statement Presentation
The government-wide financiad statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and
fiduciary fund financia statements. Revenue is recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows. Property
taxes are recognized as revenue in the year for which they are levied. Grants and similar items
are recognized as revenue as soon as al digibility requirements imposed by the provider have
been met.

Governmenta fund financial statements are reported using the current financia resources
measurement focus and the modified accrua basis of accounting. Revenue is recognized as
soon as it is both measurable and available. Revenue is considered to be available if it is
collected within the current period or soon enough thereafter to pay ligbilities of the current
period. For this purpose, the government considers revenues to be available if they are
collected within 60 days of the end of the current fisca period. Expenditures are generally
recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, expenditures relating to compensated absences, and clams and judgments are
record only when payment is due.

1. State Shared Revenue Receivable
State Shared Revenue is distributed in six installments per year. Often the last payment

has not been received by June 30; therefore; a recelvable is recorded for this amount. For
fisca year-end June 30, 2006, this amount was $18,517.

2. Property Taxes Receivable

The City property tax is levied on each December 1st on the taxable vauation of the
property (as defined by state statutes) located in the City as of the preceding December
31<t. The taxes are due on September 14th and February 14th, with the fina collection
date of February 28th before they are added to the County tax rolls. The 2005 delinquent
taxes of $25,810 were received in June 2006, and thus no receivable was recorded.

The 2005 taxable vauation of the City totaled $16,416,595 on which ad valorem taxes
levied consisted of 10.5262 mills for general operating, .9471 mills for fire operations and
equipment, 2.0 mills for sawer bond debt, and 3.0 mills for roads. These taxes raised
$181,800 for operating, $16,307 for fire operating and equipment, $32,631 for sewer bond
debt, and $49,330 for roads. These amounts are recognized in the respective general and
specid revenue fund financial statements as current tax revenues.

All other revenue items are considered to be available only when cash is received by the

government.
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Notes to the Financid Statements (continued)
The government reports the following mgor governmenta funds:

The General fund is the government's primary operating fund. It accounts for al financial
resources of the genera government, except those required to be accounted for in another
fund.

The Mgor Streets Fund accounts for state shared revenue and other revenue sources used
to construct and improve the mgjor streets throughout the City.

The Loca Streets Fund accounts for the state shared revenue used to construct and
improve road throughout the City.

The Roads and Right of Ways Fund accounts for property taxes levied to build, maintain
and improve the City's infrastructure.

The government reports the following mgor proprietary funds:

The Water and Sewer Funds account for the equipment, debt and operating activities of
the water and sewer systems respectively.

Private-sector standards of accounting issued prior to December 1, 1989, are generadly
followed in the government-wide financia statements to the extent that those standards
do not conflict with the standards of the Governmental Accounting Standards Board.

As a generd rule, the effect of interfund activity has been eiminated from the
government-wide financial statements. Exceptions to this genera rule are charges
between the government's water and sewer functions and various other functions of the
government. Eliminations of these charges would distort the direct costs and program
revenues reported for the various functions concerned.

Amounts reported as program revenue include: (1) charges to customers or gpplicants for
goods, services or privileges provided; (2) operating grants and contributions; and (3)
capital grants and contributions, including special assessments. Interndly dedicated
resources are reported as genera revenue rather than as program revenue. Likewise,
generd revenue includes al taxes.
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Notes to the Financid Statements (continued)

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generdly result from providing services and producing
and delivering goods in connection with a proprietary fund's principa ongoing
operations. The principal operating revenues of our proprietary funds relate to charges to
customers for sales and services. The water and sewer funds aso recognize the portion
of tap fees intended to recover current costs (e.g., labor and materials to hook up new
customers) as operating revenues. The portion intended to recover the cost of the
infrastructure is recognized as nonoperating revenue. Operating expenses for proprietary
funds include the cost of saes and services, adminidtrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reported as
nonoperating revenues and expenses.

D. Assts, Liabilities, and Net Assets or Equity

Bank Deposits and Investments - Cash and cash equivaents are considered to be cash on hand,
demand deposits, CD's and short-term investments with a maturity of three months or less when
acquired. Investments are stated at fair value. Pooled investment income is generaly alocated
to each fund based on the cash balance in each fund.

Receivables and Payables - In genera, outstanding balances between funds are reported as "due
to/from other funds'. Activity between funds that is representative of lending/borrowing
arrangements outstanding at the end of the fiscal yeer is referred to as "advances to/from other
funds'. Any residua baances outstanding between the governmental activities and the business-
type activities are reported in the government-wide statements as "internal balances.”

All trade and property tax receivables are shown as net of alowance for uncallectible amounts.
Property taxes are levied on each July 1st on the taxable valuation of property as of the preceding
December 31st. Taxes are consdered delinquent on March 1st of the following year, a which
time pendties and interest are assessed.  Delinquent taxes are typically received by the end of the
fiscd year.

Inventories and Prepaid Items - Payments for inventoriable types of supplies are recorded as
expenditures at the time of purchase. Normally expenditures are not divided between years by
the recording of prepaid expenses. There were no materia inventories at year end.

Restricted Assets -The general obligation bonds in the Sewer Fund and Mgjor Streets Fund
requires amounts to be set aside for debt service of interest and principal.
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Notes to the Financid Statements (continued)

Capital Assets - Capita assets, which include property, plant and equipment, are reported in the
applicable governmenta activities column in the government-wide financial statements. Capitd
assets are defined by the government as assets with an initid individual cost of more than $3,000
and an estimated useful life in excess of two years. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair market value at the date of donation. In accordance with GASB 34, infrastructure
assets costs incurred prior to June 30, 2004 are not included in the financia statements.

Interest incurred during the construction of capital assets of business-type activities is included as
part of the capitalized value of the assets constructed. During the current year, no interest
expense was capitalized as part of the cost of assets under construction.

Buildings and Improvements 25t0 40 years
Land Improvements 10to 20 years
Water and Sewer Lines 50to 75 years
Roads 20 to 30 years
Other Infrastructure 30 years

Vehicles 5to 10 years
Machinery and Equipment 5to 10 years

Compensated Absences (Vacation and Sick Leave) - It isthe City’s policy to permit employees
to accumulate earned but unused sick and vacation pay benefits. These benefits are considered

current ligbilities. A liability for one half of unused sick pay and all vacation pay is recorded in
the government-wide and proprietary fund financia statements. Compensated absences are not
accrued for modified accrua statements.

Long-Term Obligations - In the government-wide financia statements and the proprietary fund
types in the fund financia statements, long-term debt and other long-term obligations are
reported as ligbilities in the applicable governmental activities, business-type activities, or
proprietary fund type statement of net assets. Bond premiums and discounts, as well as issuance
costs, are deferred and amortized over the life of the bonds using the straight line method. Bonds
payable are reported net of the applicable bond premium or discount. Bond issuance costs are
reported as deferred charges and amortized over the term of the debt. In the fund financia
statements, governmenta fund types recognize bond premiums and discounts, as well as bond
issuance costs during the current period. The face amount of debt issued is reported as other
financing sources. Premiums received on debt issuances are reported as other financing sources
while discounts are reported as other financial uses. Issuance costs are reported as debt service
expenditures.
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Notes to the Financid Statements (continued)

Fund Equity - In the fund financia statements, governmental funds report reservations of fund
balance for amounts that are not available for appropriation or are legaly restricted by outside
parties for use for a specific purpose. Designations of fund balance represent tentative
management plans that are subject to change. The City has no restricted fund balance as of June
30, 2006.

NOTE B STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary Information - Annual budgets are adopted on a basis consistent with generaly accepted
accounting principles for al governmental funds. All annua appropriations lapse at fisca year end.
The City follows these procedures in establishing the budgetary data reflected in the financia
statements:

Prior to June 30th, the City Commission reviews a proposed operating budget for the fisca year
commencing the following July 1. The operating budget includes proposed expenditures and the
means of financing them.

Public hearings are conducted at the City Offices to obtain taxpayer comments.

Prior to June 30th, the budget is legaly adopted.

The budgets shown in these financid statements are as last amended through June 30, 2006.

P.A. 621 of 1978, Section 18(1), as amended, provides that alocal unit shal not incur expenditures
in excess of the amount appropriated.

In the body of the financid statements, the City's actua expenditures and budgeted expenditure for
the budgetary funds have been shown on a functional basis. The approved budgets of the City for
theses budgetary funds were adopted to the activity level for al governmenta funds. The City does
not utilize encumbrance accounting.

Excess of Expenditures Over Appropriations in Budgeted Funds - During the year, the Loca

Governmenta Unit did not incur expenditures in budgeted funds which were materialy in excess of
the amounts appropriated.
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Notes to the Financid Statements (continued)

NOTE C DEPOSITS AND INVESTMENTS

Michigan Compiled Laws, Section 129.91, authorizes the City to make deposits and invest in the
accounts of federaly insured banks, credit unions, and savings and loan associations which have an
office in Michigan. The City is alowed to invest in bonds, securities and other direct obligations of
the United States or any agency or instrumentality of the United States; United States government or
federa agency obligations; repurchase agreements,; bankers acceptance of United States banks;
commercial paper rated within the two highest classifications which mature not more than 270 days
after the date of purchase; obligations of the State of Michigan or its political subdivisions which
are rated as investment grade; and mutual funds composed of investment vehicles which are lega
for direct investment by local units of government in Michigan.

The investment policy adopted by the City Commission in accordance with Public Act 196 of 1997
has authorized investment in bonds and securities of the United States government and bank
accounts and CDs, but not the remainder of State statutory authority as listed above.

The City's deposits and investment policy are in accordance with statutory authority.

At year-end the City's deposits and investments were reported in basic financia statements in the
following categories:

Business- Total
Governmental Type Fiduciary Primary
Activities Activities Funds Government
Cash and Equivalents $87075 $211032 $ 1531 $299,638
Restricted Assets - 122,115 - 122,115
Totd $ 87,075 $ 333,147 $ 1531 $421,753

The bank balance of the primary government's deposits is $444,492, of which $399,298 is covered
by federd depository insurance. The City believes that due to the dollar amounts of cash deposits
and the limits of FDIC Insurance, it is impractical to insure al bank deposits. As aresult, the City
evaluates each financia ingtitution with which it deposits City funds and assesses the level of risk of
each indtitution; only those institutions with an acceptable estimated risk level are used as
depositories.

Investments are normally categorized to give an indication of the level of risk assumed by the City;
however, cash management funds are not categorized because they are not evidenced by securities
that exist in physica or book entry form. Management believes the investments in the funds
comply with the investment authority noted above.

Depositories actively used by the City during the year are detailed as follows:
1. Vadley Ridge Bank
2. Fifth Third Bank
3. Independent Bank of West Michigan
4. Choice One Bank
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Notes to the Financid Statements (continued)
NOTE D RECEIVABLES

Receivables as of year-end for the City’s individua mgor and non-mgor funds, and the fiduciary
funds in the aggregate, including the applicable allowances for uncollected accounts, are as follows:

Maor Locd Water Non-
Generd Streets Streets & Sewer Magor
Fund Fund Fund Fund Funds Tota
State Shared Revenue $13481 $ 3594 $ 1442 $ - $ - $ 18,517
Charges for Services - - - 80,660 - 80,660
Total Recelvables $13481 $ 3594 $ 1442 $ 80660 $ - $ 99,177

Governmental funds report deferred revenue in connection with receivables for revenue that are not
considered to be available to liquidate liabilities of the current period. Governmental funds also
defer revenue recognition in connection with resources that have been received but not yet earned.
At the end of the current fiscal year, the City did not incur deferred revenue.

NOTE E CAPITAL ASSETS

Capital asset activity of the primary government of the current year was as follows:

Beginning Ending

Governmental Activities Balance Increases  Decreases Balance
Capital Assets not being depreciated

Land $ 12221 $ 3200 $ - $ 15421
Capital Assets Being Depreciated

Buildings 24,040 246,874 - 270,914

Improvements Other than Buildings 98,000 - - 98,000

Machinery and Equipment 55,515 22,217 4,000 73,732

Vehicles 113,900 20,000 - 133,900

Infrastructure 576,847 124,698 - 701,545

Subtotal 868,302 413,789 4,000 1,278,091
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Notes to the Financid Statements (continued)

Less Accumulated Depreciation for
Buildings
Improvements Other Than Buildings
Machinery and Equipment
Vehicles
Infrastructure

Subtotal
Net Capital Assets Being Depreciated

Governmenta Activities Capital Totd
Capital Assets - Net of Depreciation

Business-Type Activities
Capital Assets not being depreciated
Land

Capital Assets Being Depreciated
Buildings
Machinery and Equipment
Maining and Pumping Equipment

Subtotal

Less Accumulated Depreciation for
Buildings
Machinery and Equipment
Maining and Pumping Equipment
Subtotal

Net Capita Assets Being Depreciated

Business-Type Activities Capitd Tota

Capital Assets - Net of Depreciation

Depreciation expense was charged to programs of the primary government as follows:

Governmental Activities
Unallocated

Totd Governmental Activities

14,900 300 - 15,200
11,760 3,920 - 15,680
49,291 1,085 4,000 46,376
104,336 9,514 113,850
26,398 22,829 - 49,227
206,685 37,648 4,000 240,333
661,617 376,141 - 1,037,758
$ 673838 $379341 $ - $ 1,053,179
Beginning Ending
Baance Increases Decreases Baance
$ 50442 $ 3200 $ - $ 53,642
91,904 - 3,200 88,704
31,010 - - 31,010
5,497,835 323,346 - 5,821,181
5,620,749 323,346 3,200 5,940,895
88,704 - - 88,704
31,010 - - 31,010
1,170,521 113,190 - 1,283,711
1,290,235 113,190 - 1,403,425
4,330,514 210,156 3,200 4,537,470
$4380956 $213356 $ 3200 $ 4,591,112
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Notes to the Financid Statements (continued)

NOTE F

NOTE G

Business-Type Activities
Water
Sewer

Total Business-Type Activities

$ 63,645
49,545

$ 113,190

INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

The composition of interfund balances is as follows:

Receivable Fund Payable Fund
Due From/Advances To (Due To)/(Advances From)
General Fund $ 1531 Trust & Agency Fund $ (1,531)
Generd Fund 49,000 Locd Streets Fund (49,000)
Generd Fund 8,000 Roads & Right of Ways (8,000)
Water Fund 110,000 General Fund (110,000)
Transfers In (Transfers Out)
Genera Fund $ 7,000 Water Fund $ (7,000
Generd Fund 7,000 Sewer Fund (7,000)
Fire Fund 2,000 Genera Fund (2,000)
Transportation Bond Fund 23400 Magor Streets Fund (23,400)

LONG-TERM DEBT

The City issues bonds to provide for the acquisition and construction of major capita facilities.
Genera obligation bonds are direct obligations and pledge the full faith and credit of the
government. Revenue bonds involve a pledge of specific income derived from the acquired or

constructed assets to pay debt service.

Bond and contractual obligation activity can be summarized as follows:

Interest Principal Beginning Additions Ending Due Within
Governmental Activities Rate Matures Bdances (Reductions) Balances One Year
General Obligation Bonds
2003 MI Transportation Bond 4.60% 12/1/2010 $ 112414 $ (18404) $ 94,010 19,261
$ 112414 $ (18404 $ 94,010 19,261
Business-Type Activities
General Obligation Bonds
1992 Sewer Line Bonds 5.00% 10/1/2023 $ 387,000 $ (12,0000 $ 375,000 13,000
Revenue Bonds
1994 Water Revenue Bond 5.00% 12/1/2034 526,000 (8,000) 518,000 9,000
$ 913,000 $ (20,0000 $ 893,000 22,000
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Notes to the Financid Statements (continued)

Annua debt service requirements to maturity for the above obligations are as follows:

NOTE H

NOTE |

NOTE J

Governmental Activities Business-Type Activities
Year End June 30 Principal Interest Principa Interest

2007 $ 19261 $ 4105 $ 22000 $ 44325
2008 20,157 3,209 23,000 43,200
2009 21,095 2,271 24,000 42,050
2010 22,076 1,290 25,000 41,325
2011 11,421 263 27,000 39,550
2012-2016 - - 161,000 175,425
2017-2021 - - 205,000 130,250
2022-2026 - - 198,000 75,750
2027-2031 - - 127,000 39,450
2032-2036 - - 81,000 8,100
$ 94010 $ 11,138 $ 893,000 $ 639425

For major streets construction projects, the net proceeds of the 2003 MI Transportation Bond after
related fees were $122,515. A debt service fund was created to pay principa and interest payments.

RESTRICTED ASSETS

The balances of the restricted assets in the enterprise funds are as follows:

Water Sewer
Bond Debt $ 2750 $ 4,668
Bond Reserve 36,000 40,000
Improvement and 38,697 -
Tota Restricted Assets $ 77447 $ 44,668

RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets, errors and omissions; and natura disasters for which the City carries commercia insurance.
Liabilities in excess of insurance coverage, if any, are reported when it is probable that a loss has
occurred and the amount of the loss can be reasonably estimated.

ENDOWMENT FUND

The Fremont Area Community Foundation holds an endowment fund which has been earmarked for
the City of Grant. As of June 30, 2006, the Fremont Area Community Foundation holds
endowment funds for the City of Grant in the amount of $41,439. In February 2006 the City
received $10,000 from this endowment fund to help with the construction costs for the new city
offices.
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Notes to the Financid Statements (continued)

NOTE K DEFERRED COMPENSATION PLAN

NOTE L

The City has a deferred compensation plan in accordance with the Internal Revenue Code Section
457. The plan is administered by Security Benefit Group through an administrative service
agreement. Eligible employees are dlowed to defer a portion of their salary until future years. In
addition, the City has a policy in place to contribute 6% of each employee's gross compensation into
the plan after one year of service has been completed. All amounts contributed are 100% vested
immediately and therefore are the property of the employee as soon as the contributions are made.
City contributions for the year ended June 30, 2006 amounted to $9,674.

CAFETERIA PLAN

The City administers its own cafeteria plan under Internal Revenue Code Section 125(b).
Employees may elect to set aside a portion of their income for medical or dependent care purposes.
In addition, the City contributes $1,000 into the 125(b) plan for each of its full-time employees.
Employees may not withdraw more than they have withheld during the plan year; dso, if they do
not use the full amount withhold within the plan year, the money becomes the City's funds. At June
30, 2006, the City has withheld $401, which is expected to be disbursed by the end of the plan year.
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CITY OF GRANT

Required Supplementary Information
Budgetary Comparison Schedule for the General Fund
For the Year Ended June 30, 2006

Beginning Year Fund Baance

Resour ces (Inflows)
Property Taxes
State Sources
Charges for Services
Interest
Other
Sde of Capitd Assets
Transfer In

Amounts Available for Appropriation

Charges to Appropriations (Outflows)
Generd Government
Public Safety
Public Works
Recreation and Culture
Other Functions
Transfers Out

Capital Outlay
Tota Charges to Appropriation

Budgetary Fund Baance-June 30, 2006

Budgeted Amounts Variance to
Origina Final Actual Final Budget
$ 107,383 $ 225,081 $ 225,081 $ -
176,605 181,548 181,800 252
103,950 103,725 103,013 (712)
10,000 11,935 16,050 4,115
1,500 2,400 4,015 1,615
79,555 75,417 76,139 722
3,000 244 244 -
14,000 14,000 14,000 -
495,993 614,350 620,342 5,992
126,962 107,577 126,993 (19,416)
85,988 95,510 89,720 5,790
66,575 88,987 66,673 22,314
2,350 3,773 3,925 (152)
22,275 22,200 20,527 1,673

- 2,000 2,000 -

171,469 292,500 292,447 53
475,619 612,547 602,285 10,262
$ 20,374 $ 1803 $ 18,057 $ 16,254
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CITY OF GRANT

Required Supplementary Information
Budgetary Comparison Schedule for the Mgor Streets Fund
For the Year Ended June 30, 2006

Beginning Year Fund Balance

Resour ces (Inflows)
State Shared Revenue
Interest

Amounts Available for Appropriation

Charges to Appropriations (Outflows)
Routine Maintenance
Traffic Maintenance
Winter Maintenance
Adminigtration
Capital Outlay
Transfer Out

Total Charges to Appropriations

Budgetary Fund Bdance-June 30, 2006

Budgeted Amounts Variance to
Origind Fina Actua Fina Budget
$ 13,558 $ 22144 $ 22,144 $ -

44,150 40,620 44,286 3,666

40 57 59 2
57,748 62,821 66,489 3,668
5,900 5,600 5,308 292

350 1,135 896 239

9,000 10,475 10,469 6

1,000 705 704 1

15,000 15,000 15,000 -

23,400 23,400 23,400 -

54,650 56,315 55,777 538
$ 3,098 $ 6,506 $ 10,712 $ 4,206
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CITY OF GRANT

Required Supplementary Information
Budgetary Comparison Schedule for the Local Streets Fund
For the Year Ended June 30, 2006

Beginning Year Fund Balance

Resour ces (Inflows)
State Shared Revenue
Interest
Trandfer In

Amounts Available for Appropriation

Charges to Appropriations
Routine Maintenance
Traffic Maintenance
Winter Maintenance
Adminigtration
Contracted Services
Capital Outlay

Total Charges to Appropriations

Budgetary Fund Bdance-June 30, 2006

Budgeted Amounts Variance to
Origind Fina Actua Fina Budget
$ 40,602 $ 37,907 $ 37,907 $ -

17,667 16,253 18,286 2,033

200 65 67 2

- 5,963 - (5,963)
58,469 60,188 56,260 (3,928)
6,700 6,300 5,846 454
400 400 - 400

3,000 3,023 3,020 3

1,000 710 710 -

35,076 40,843 24,639 16,204

- 53,277 53,277 -

46,176 104,553 87,492 17,061

$ 12,293 $ (44,365) $ (31,232 $ 13133
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CITY OF GRANT

Required Supplementary Information
Budgetary Comparison Schedule for the Roads & Right of Ways Fund
For the Year Ended June 30, 2006

Beginning Year Fund Balance
Resour ces (Inflows)
Property Taxes
Interest
Amounts Available for Appropriation
Charges to Appropriations
Contracted Services
Capital Outlay
Total Charges to Appropriations

Budgetary Fund Bdance-June 30, 2006

Budgeted Amounts Variance to
Origind Fina Actua Fina Budget
$ 50 $ 33105 $ 33105 $ -

49,000 49,325 49,330 5

- 17 37 20

49,050 82,447 82,472 25

15,390 23,215 23,214 1

66,660 66,660 66,660 -

82,050 89,875 89,874 1
$ (33,000) $ (7,428) $ (7,402 $ 26




CITY OF GRANT

Required Supplementary Information
Budgetary Comparison Schedule for the Water Fund
For the Year Ended June 30, 2006

Beginning Year Fund Balance

Resour ces (Inflows)
Charges for Services
State Grants
Miscellaneous
Interest

Amounts Available for Appropriation
Charges to Appropriations
Operating Expenses
Depreciation
Interest Expense
Transfer Out
Total Charges to Appropriations

Budgetary Fund Bdance-June 30, 2006

Budgeted Amounts Variance to

Origind Fina Actua Finad Budget
$ 288,922 $2,422,039 $ 2,422,039 $ -
169,120 169,120 169,410 290
- - 82,539 82,539

5,200 8,075 5,743 (2,332
3,350 2,355 6,447 4,092
466,592 2,601,589 2,686,178 84,589
99,120 273,160 113,367 159,793
61,935 61,935 63,645 (1,710)
27,300 27,300 26,300 1,000
7,000 7,000 7,000 -
195,355 369,395 210,312 159,083
$ 271,237 $2,232,194 $ 2,475,866 $ 243,672
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CITY OF GRANT

Required Supplementary Information
Budgetary Comparison Schedule for the Sewer Fund
For the Year Ended June 30, 2006

Beginning Year Fund Baance

Resour ces (Inflows)
Charges for Services
State Grants
Property Taxes
Miscellaneous
Interest

Amounts Available for Appropriation

Charges to Appropriations
Operating Expenses
Depreciation

Interest Expense
Transfer Out

Total Charges to Appropriations

Budgetary Fund Balance-June 30, 2006

Budgeted Amounts Variance to
Origina Find Actual Final Budget
$1,633,922 $ 1,629,697 $ 1,629,697 $ -
151,075 149,850 152,275 2,425
- - 86,211 86,211
31,200 32,000 32,631 631
225 150 - (150)
675 2,188 7,530 5,342
1,817,097 1,813,885 1,908,344 94,459
113,970 266,532 112,964 153,568
48,000 48,000 49,545 (1,545)
1,950 19,050 19,050 -
7,000 7,000 7,000 -
170,920 340,582 188,559 152,023
$1,646,177 $ 1,473,303 $ 1,719,785 $ 246,482
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ASSETS
Cash and Investments

Total Assats

CITY OF GRANT

Combining Baance Sheet
Non-Magor Governmental Fund

LIABILITIES AND FUND EQUITY

Liabilities
Accounts Payable

Total Liabilities

Fund Equity
Fund Baances - Unreserved

Totd Liabilities and Fund Equity

June 30, 2006
Debt Service
Specid Revenue Funds Fund Total
Non-Mgjor
Fire Sidewak Transportation Governmental
Fund Fund Bond Fund Funds
$ 317 $ 180 $ 75 $ 572
$ 317 $ 180 $ 75 $ 572
$ - $ $ - $ -
317 180 75 572
$ 317 $ 180 $ 75 $ 572
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CITY OF GRANT

Combining Statement of Revenues, Expenditures and Changes
in Fund Baance - Non-Mgor Governmental Funds

For the Year Ended June 30, 2006

Debt Service
Special Revenue Funds Fund Totd
Non-Mgjor
Fire Sidewak Transportation Governmental
Fund Fund Bond Fund Funds
Revenues
Taxes $ 16,307 $ - $ - $ 16,307
Interest 7 4 3 14
Total Revenues 16,314 4 3 16,321
Expenditures
Public Safety 19,048 - - 19,048
Debt Service - - 23,366 23,366
Tota Expenditures 19,048 - 23,366 42,414
Excess Revenue Over
(Under) Expenditures (2,734) 4 (23,363) (26,093)
Other Financing Sour ces (Uses)
Operating Transfers In (Out) 2,000 - 23,400 25,400
Excess Revenues and Other Financing
Sources Over (Under) Expenditures
and Other Financing (Uses) (734) 4 37 (693)
Fund Balance - July 1, 2005 1,051 176 38 1,265
Fund Baance - June 30, 2006 $ 317 $ 180 $ 75 $ 572
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CITY OF GRANT

Statement of Revenues, Expenditures, and Changes
in Fund Balance - Budget and Actual - Genera Fund
For the Year Ended June 30, 2006

Favorable
Budget Actua (Unfavorable)
Revenues
Taxes
Current $ 172,200 $ 172,484 $ 284
Trailer 248 186 (62)
Property Tax Adminigtration Fee 9,100 9,130 30
181,548 181,800 252
State Sources
State Shared Revenue 103,500 102,788 (712
Business Licenses and Permits 225 225 -
103,725 103,013 (712)
Charges for Services
Fees and Penalties 1,500 1,338 (162)
Cemetery Lot Sdes 120 120 -
Monuments and Foundation Saes 315 315 -
Contracted Services 10,000 14,277 4277
11,935 16,050 4115
Grants 14,997 14,997 -
Fines and Forfeits 5,300 6,512 1,212
Interest 2,400 4015 1,615
Rent (Community Building and Equipment) 36,680 38,743 2,063
Refunds and Rebates 1,150 1,200 50
Miscellaneous 5,215 4,173 (1,042
Water Tower Lease 8,225 8,225 -
Private Donations 700 700 -
Cable TV Franchise 3,150 1,589 (1,561)
Tota Revenues $ 375,025 $ 381,017 $ 5,992
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Statement of Revenues, Expenditures and
Changes in fund Balance - General Fund (continued)

Expenditures
Generd Government
City Commission and Mayor

Sdaries and Wages $ 6,000
Socia Security Tax 459
Office and Operating Supplies 25
Professiona Services 698
Printing and Publishing 414
Memberships and Dues 1,087
Miscellaneous 1,156
$ 10,530 9,839 $ 691
City Manager
Sdaries and Wages 34,393
Socid Security Tax 2,631
Fringes 1,980
Office and Operating Supplies 541
Professiona Services 500
Telephone 627
Transportation 723
Education and Training 571
Memberships and Dues 75
Miscellaneous 626
41,082 42,667 (1,585)
Elections
Sdaries and Wages 1,151
Socid Security Tax 88
Office and Operating Supplies 600
Printing and Publishing 205
Contracted Services 725
Trangportation 15
Miscellaneous 35
$ 2,823 $ 2,819 $ 4
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Statement of Revenues, Expenditures and
Changes in fund Balance - General Fund (continued)

Assessor
Office and Operating Supplies $ 330
Contracted Services 5,903
$ 6,271 6,233 $ 38
Clerk
Sdaries and Wages 25,666
Socia Security Tax 1,961
Office and Operating Supplies 797
Professiona Services 500
Telephone 685
Memberships and Dues 365
Trangportation 105
Education and Training 154
Printing and Publishing 200
Miscellaneous 134
31,125 30,567 558
Treasurer
Sdaries and Wages 15,042
Socia Security Tax 1,100
Office and Operating Supplies 677
Professiona Services 500
Contracted Services 1,734
Telephone 604
Trangportation 161
Memberships and Dues 105
Education and Training 474
Capita Outlay 156
Miscellaneous 17
$ 20,890 20,570 $ 320
Township Hall and Grounds
Sdaries and Wages 224
Socid Security Tax 17
Operating and Maintenance Supplies 540
Public Utilities 7,611
Repairs and Maintenance $ 1,060
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Statement of Revenues, Expenditures and

Changes in fund Balance - General Fund (continued)

Refunds
Contracted Services
Capita Outlay

Board of Review
Sdaries and Wages
Socia Security Tax
Printing and Publishing

Cemetery
Sdaries and Wages
Socid Security Tax
Operating and Maintenance Supplies
Contracted Services

Totad Generd Government

Public Safety
Police Department

Sdaries and Wages
Socia Security Tax
Fringes
Office and Operating Supplies
Professond Services
Contracted Services
Education and Training
Telephone
Trangportation
Uniforms
Memberships and Dues
Miscellaneous

Capital Outlay

283,364

456

3,536

$ 794
224
268,993

279,463

228
17
210

455

2,870
220
218
221

3,529

3,901
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400,077

93,527

396,142

62,138
4,566
2,215
2,689
1,578
1,500

192
1,647
11,337
282

86

68
3,298

$ 91,596

$

3,935

1,931



Statement of Revenues, Expenditures and
Changes in fund Balance - General Fund (continued)

Planning Commission

Sdaries and Wages 180
Socia Security Tax 14
$ 198 194 $ 4
Zoning Commission
Office and Operating Supplies 39
Printing and Publishing 84
Enforcement 1,105
1,785 1,228 557
Tota Public Safety 95,510 93,018 2,492
Public Works
Department of Public Works
Sdaries and Wages 23,854
Socia Security Tax 1,793
Fringes 1,479
Office and Operating Supplies 3,550
Contracted Services 5,489
Telephone 208
Trangportation 9,505
Utilities 4,574
Miscellaneous 240
Capital Outlay 20,000
73,665 70,692 2,973
Drains 672 672 -
Street Lighting 14,650 15,309 (659)
Total Public Works $ 88,987 86,673 $ 2,314
Recrestion and Culture
Parks
Sdaries and Wages 1,718
Socid Security Tax 131
Operating and Maintenance Supplies 746



Statement of Revenues, Expenditures and

Changes in fund Balance - General Fund (continued)

Utilities
Water Tower Lease
Miscellaneous

Tota Recreation and Cultura
Other Functions
Health and Life Insurance
Property and Liability Insurance

Worker's Compensation Insurance
Economic Devel opment

Tota Other Functions
Total Expenditures

Excess Revenues Over
(Under) Expenditures

Other Financing Sour ces (Uses)
Transfers In
Sde of Capital Assets
Transfers Out
Total Other Financing Sources (Uses)

Excess Revenues and Sources Over
(Under) Expenditures and Uses

Fund Baance - July 1, 2005

Fund Baance - June 30, 2006

90
1,200
40
3,773 3,925 (152)
$ 3,773 3925 % (152)
10,958
5,358
1,211
3,000
22,200 20,527 1,673
22,200 20,527 1,673
610,547 600,285 10,262
(235,522) (219,268) 16,254
14,000 14,000 ;
244 244 -
(2,000) (2,000) ;
12,244 12,244 ]
$ (223278) (207,024) $ 16,254
225,081

18,057




CITY OF GRANT

Water Fund
Baance Shests
June 30, 2006 and 2005

45

6/30/2006 6/30/2005
ASSETS
Cash - Recelving $ 48,243 $ 50,274
Cash - Operating 39,916 26,971
Accounts Receivable 42,822 37,752
Due To Other Funds 20,293 -
Advances From Other Funds 89,707 -
Property, Plant and Equipment 3,315,921 3,144,895
Less Accumulated Depreciation (620,716) (557,071)
Redtricted Assets
Cash - Debt Service 2,750 1,641
Cash - Reserved 36,000 36,000
Cash - Replacement/Improvement 38,697 213,568
Total Assets 3,013,633 2,954,030
LIABILITIES
Accounts Payable 13,266 442
Accrued Wages 6,501 5,549
Current Long-Term Debt 9,000 8,000
Bond Debt 509,000 518,000
Totd Liabilities 537,767 531,991
NET ASSETS
Invested in Capitd Assets
Net of Related Debt 2,177,205 2,061,824
Restricted 77,447 251,209
Tota Net Assets $ 2,254,652 $ 2,313,033




CITY OF GRANT

Statements of Revenues, Expenses and Changes
in Retained Earnings - Water Fund
For the Year Ended June 30, 2006 and 2005

Operating Revenues

June 30, 2006

Budget Actua

Fees $ 169,120 $ 169410
State Grants - 82,539
Hook Ups 2,250 -
Miscellaneous 5,825 5,743
Total Operating Revenues 177,195 257,692
Operating Expenses
Salaries and Wages 34,650 34,782
FICA 2,655 2,604
Fringe Benefits 2,100 2,000
Hedlth and Life Insurance 10,238 9,930
Office and Operating Supplies 9,225 9,077
Professiona Services 2,500 2,500
Contracted Services 27,700 20,341
Repairs and Maintenance 500 417
Utilities 8,800 8,773
Telephone 2,325 2,324
Education and Training 323 323
Printing and Publishing 1,100 50
Property and Liability Insurance 6,483 6,482
Workers Comp Insurance 1,960 1,958
Equipment Rentd 9,400 9,680
Membership Dues 625 625
Miscellaneous 1,550 1,501
Depreciation 61,935 63,645
Capital Outlay 151,026 -
Total Operating Expenses 335,095 177,012
Operating Income (L0ss) (157,900) 80,680
Non Operating Revenues (Expenses)
Interest Income 2,355 6,447
Tota Non Operating Revenue (Expenses) 2,355 6,447
Net Income (Loss) $ (155,545) 87,127
Total Net Assets-Beginning 2,422,039
Total Net Assets - Ending $ 2,509,166
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June 30, 2005

Actua

$ 153,774

325
5,090

159,189

36,103
2,654
1,808

11,919
9,297
2,524
6,169

326
7,369
1,999

20

993
7,000
1,647
8,461

624

386

61,935

161,234

(2,045)

1,907

1,907

R



CITY OF GRANT

Sewer Fund
Baance Shests
June 30, 2006 and 2005

6/30/2006 6/30/2005
ASSETS
Cash - Operating $ 122873 $ 152212
Accounts Receivable 37,838 34,545
Property, Plant and Equipment 2,678,616 2,526,296
Less Accumulated Depreciation (782,709) (733,164)
Restricted Assets
Cash - Debt Service 4,668 3,049
Cash - Reserved 40,000 40,000
Total Assets 2,101,286 2,022,938
LIABILITIES
Accounts Payable - 692
Accrued Wages 6,501 5,549
Current Long-Term Debt 13,000 12,000
Bond Debt 362,000 375,000
Totd Liabilities 381,501 393,241
NET ASSETS
Invested in Capitd Assets
Net of Related Debt 1,520,907 1,406,132
Restricted 44,668 43,049
Unrestricted 154,210 180,516
Tota Net Assets $ 1,719,785 $ 1,629,697
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CITY OF GRANT

Statements of Revenues, Expenses and Changes
in Retained Earnings - Sewer Fund
For the Y ear Ended June 30, 2006 and 2005

June 30, 2006 June 30, 2005
Budget Actual Actual
Operating Revenues
Fees $ 149,850 $ 152,275 $ 141221
State Grants - 86,211 -
Miscellaneous 150 - 1,210
Tota Operating Revenues 150,000 238,486 142,431
Operating Expenses
Sdaries and Wages 34,650 34,782 36,103
FICA 2,655 2,604 2,654
Fringe Benefits 2,100 2,000 1,808
Hedlth and Life Insurance 11,530 9,930 11,919
Office and Operating Supplies 17,050 16,198 14,129
Professona Services 3,000 2,612 2,702
Contracted Services 33,970 13,962 17,866
Repairs and Maintenance - - 294
Utilities 16,150 17,468 15,659
Telephone 875 850 734
Education and Training 676 675 20
Property and Liability Insurance 7,391 7,391 8,000
Workers Comp Insurance 1,960 1,958 1,647
Equipment Rental 2,000 2,434 3,456
Uniforms - - 100
Miscellaneous 200 100 334
Depreciation 48,000 49,545 47,842
Capita Outlay 132,325 - -
Totd Operating Expenses 314,532 162,509 165,317
Operating Income (Loss) (164,532) 75,977 (22,886)
Non Operating Revenues (Expenses)
Interest Income 2,188 7,530 1,052
Property Taxes/User Fees (For Debt Service) 32,000 32,631 29,080
Interest Expense (19,050) (19,050) (19,650)
Tota Non Operating Revenue (Expenses) 15,138 21,111 10,482
Net Income (L0ss) $ (149,394) 97,088 $ (12404
Tota Net Assets-Beginning 1,629,697
Tota Net Assets - Ending $1,726,785
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Report on Interna Control and Compliance Over Financial Reportin
Based on an Audit of Financid Statements Performed in Accordance

with Government Auditing Standards

City Commission

City of Grant

Newaygo County
Grant, Michigan 49327

We have audited the financia statements of the City of Grant as of and for the year ended June 30, 2006, and
have issued our report thereon dated July 27, 2006. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financia audits
contained in Government Auditing Standards, issued by the Comptroller Genera of the United States.

Compliance and Other Matters

As a part of obtaining reasonable assurance about whether the City of Grant's financid statements are free of
materid misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, honcompliance with which could have a direct and materia effect on the
determination of financia statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results
of our tests disclosed no instances of noncompliance that are required to be reported under Gover nment
Auditing Standards.

Internal Control Over Financia Reporting

In planning and performing our audit, we considered the City of Grant's internal control over financia
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide an opinion on the interna control over financia reporting.  Our
congideration of the internal control over financia reporting would not necessarily disclose al matters in the
internal control over financial reporting that might be material wesknesses. A material weakness is a condition
in which the design or operation of one or more of the interna control components does not reduce to a
relatively low level the risk that misstatements caused by error or fraud in amounts that would be materia in
relation to the financia statements being audited may occur and not be detected within a timely period by
employees in the norma course of performing their assigned functions. We noted no matters involving the
internal control over financia reporting and its operation that we consider to be material weaknesses.

This report is intended for the information and use of the Commission, management, other within the
organization, and federal awarding agencies and pass-through entities and is not intended to be and should not
be used by anyone other than these specified parties.

Al se cirner = S Zo”

Hendon & Sate, P.C.
Certified Public Accountants
July 27, 2006

(3 computers

Grand Rapids
2025 East Beltlne SE
Suite 208
Grand Rapids, MI 49546
Phone (616) 954-3995
Fax (616) 954-3990

Muskegon
4985 South Harvey Street
Muskegon, MI 49444
Phone (231) 798-1040
Fax (231) 798-8409

Fremont
711 West Main Street
Fremont, MI 49412
Phone (231) 924-6890
Fax (231) 924-4088
Toll Free (800) 924-6891

Whitehall
116 West Colby, Suite B
Century Building
Whitehall, M1 49461
Phone (231) 893-6772
Fax (231)893-6773

Hart
1550 North Industrial Park Drive
Hart, MI 49420
Phone (231) §73-5611
Fax (231) 873-7033

wwwiscompanies.com

®
The CPA, Never Underestimate The Value,



\ N N
Qomljiuuag

Hendon & Slate, P.C.
CerTiFlien PURLIC ACCOUNTANTS
Business CONSULTANTS

(k5 Financial )

August 16, 2006

City Commission
City of Grant
Grant, Michigan 49327

Dear Council Members:;

We have audited the financia statements of the City of Grant as of and for the year
ended June 30, 2006 and issued our report thereon dated July 27, 2006. As part of our
audit, we studied and evauated the City’s accounting and administrative controls as
well as compliance with laws having a bearing on the fair presentation of your
financial statements. Because this study was only part of the overal audit plan, it is
not intended to be a complete review of al your accounting procedures; and,
therefore, would not necessarily disclose all weaknesses in your system. Accordingly,
we offer the following comments and recommendations.

Books and Records

The clerk and treasurer did a great job again this year maintaining a complete set of
books and records. It is difficult to control multiple funds using one cash account but
they do a gresat job.

Last year we recommended the clerk and treasurer spend some time and money and
use the QuickBooks system exclusively. This recommendation was to help diminate
some of the manual postings by the clerk and treasurer which would hopefully free up
some of their time; however, there are some pitfals using the QuickBooks program as
it isnot afund based program. Also, the clerk and treasurer are very comfortable
with the current system; therefore, we recommend the clerk and treasurer continue
with the current system and review a computer based accounting system in the future.

Water and Sewer Billings
The water and sewer billings continue to be recorded on the cash bass, while

generally accepted accounting principles requires these billings to be reported on the
accrua basis. Recording the billings on the accrua basis would alow the clerk and
treasurer to reconcile amounts recorded in the accounting records to reports from the
water and sewer hilling system. This provides a check and baance system to help
insure the water and sewer hillings are properly accounted for.

(3 computers
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August 16, 2006
Page 2

Fund Deficits

As of June 30, 2006 two funds, local streets and roads and right of ways, contain negative fund balances. The
reason for the deficit was the increase in expenditures for road projects. These funds did not have enough cash
to cover the projects so they borrowed from the genera fund. After discussing this issue with the city manager,
the City will collect enough revenue in the 2006-2007 fiscd year to eiminate the fund baance deficit in both
funds. According to PA 140 of 1971, the Glenn Steil State Revenue Sharing Act as amended and PA 34 of
2001, Revised Municipal Finance Act, as amended requires the City to complete a corrective financia plan.
We recommend the City complete such plan and remit to the Michigan Department of Treasury.

Operating Statistics

In the past the financid postion of the City has remained stable; however, the 2005-2006 fiscal year saw many
changes. Overdl the totd governmenta funds fund baance is a negative $9,293. What does this mean? The
governmental funds do not have enough resources to pay for the liabilities.

The generd fund fund balance is roughly 6% of genera fund expenditures (excluding capital outlay). Thisis
an operating cushion of 3 weeks. Two years ago the operating cushion was 6 months (excluding income from
the sdle of the old library building).

The reason for such a decrease was in capital expenditures. The governmentd activities capitalized $413,789
of capital outlay expenditures in the current year. The proprietary funds added an additional $323,346 in
maining and pumping equipment. That is atotal of $737,135 of capita expenditures in 2005-2006.

Attached is additiona information, including graphs over the past seven years. Following are some items we
would like to bring to your attention:

° Genera fund property taxes continue to rise while state shared revenue has been on the decline.
o Tota governmental funds cash decreased $230,808 from the previous year.
° Both the water and sewer funds reported operating income and net income this year.

We appreciate the courtesy extended to us during the course of the audit and look forward to working with the
City in the future. If you have any questions we will be happy to assist the City in any way.

Respectfully submitted,
Kfewdsn + Jits

Hendon & Slate, P.C.
Ceatified Public Accountants
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